DRAFT BUDGET FOR THE MTREF PERIOD 2012/2013 AND INDICATIVE FOR 
THE PROJECTED TWO OUTER YEARS 2013/2014 AND 2014/2015 

File no/s: 3/2/2/11 Responsible Official: M. Memani 

Directorate: Financial Services Portfolio: Financial Services 

Purpose 

This report serves to table the 2012/2013 annual draft budget, tariffs, budget related 
policies, circulars and amendments after public consultation, before council for 
approval. 

Background 

In terms of section 16(1) of the MFMA, the draft annual budget was tabled by the 
Executive Mayor at a Council meeting held on 29*^ March 2012. The draft tabled 
budget was approved by Council for public consultation. A notice to inform the public 
(7 of the tabled draft budget as well as invitation to make written submissions or 

representations to the municipality on the draft budget was published in the 
Worcester Standard dated 5*^ April 2012. 

Ward consultations in the form of ward meetings also took place during the weeks of 
23“^ to 27*^ April and 2"'' to 4*^ of May 2012. During the approval of the draft budget it 
was also requested that a workshop be held with councillors to discuss the detail of 
the budget, which has been done. 

Written submissions 

There were no written submissions. 

Comments 

Comments were received from Provincial Treasury as well as Department of Local 
Government with regard the Municipality tabled draft budget. LG MTEC was held on 
the 8*^ of May with the two provincial departments regarding their assessment and 
responses were submitted during that engagement. 

The full PT as well as PDLG assessment, comments and the respective responses 
on the comments made is included in this budget as submitted by the Chief Financial 
officer as Annexure H. 

New budget formats /tables 

Budget regulations which prescribe budget formats came into effect on 1 July 2009. 
Circular No 28, 48, 51, 54 and 55 and provided guidelines for the compilation of the 
budget format and documentation for the tabling of annual budget for up to the 
annual budget of 201 1/12. For this budget Circular 58 and 59 prescribed the budget 
format and documentation for tabling the 2012/13 annual budget. 

Ail Municipalities are therefore required to use version 2.4 of the budget formats and 
documentation in tabling the annual budget for 2012/13. This financial year the 
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budget tables and supporting tables must be completed fully and must be included in 
the budget document that serves before Council. 

Financial Implications 

Financial implications are contained in detailed in this report. 

Applicable Legislation 

• The MFMA Section 1 6, 1 7, 1 8 and 1 9; 

• NT: MFMA Circulars no’s 10, 12, 13, 14, 19, 28, 31; 45; 48, 51, 54, 55, 58 
and 59. 

• Municipal Budget and Reporting Regulations, 2008. 



C 
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PART 1 - ANNUAL BUDGET 


1.1 Mayors Report 

a) Summary of the medium- term service deiivery objectives and the 
associated medium -term financial implications contained in the annual 
budget: 

The ability to expand the Worcester Waste Water Sewerage works and Stettynskloof 
water pipe line are part of our medium term objectives. Completion of these projects 
will ensure sustainable service delivery and encourage economic growth within the 
Breede Valley Municipal area. It is envisaged that new developments will be 
unlocked which will generate additional revenue by broadening the tax base, and 
create job opportunities. De Nova and De Dooms N1 total allocation of +- R11 million 
rands for amongst other services, water reticulation, sewerage reticulation, and storm 
water drainage and roads. This allocation includes an amount of about R2 million for 
high mass lighting. In the medium term the cost of such projects are very huge, but 
equally so the benefits, to be derived. 

Such projects cannot only be measured in terms of cost, but equally so in terms of 
quality of life that the Municipality provide to its inhabitants. The sewerage system will 
ensure a quality and sustainable sewer purification for the next 20 to 30 years while 
the high mass lighting ensures safety of communities. 

b) Summary of linkages between the annual budget, the Integrated 
Development Plan and the political priorities at the national, provincial, 
district and local levels: 

The Breede Valley Municipality’s service delivery objectives is based on the National 
Strategic objectives for local Government as stipulated in section 152 of the 
constitution of the Republic of South Africa, namely: 

• To ensure the provision of services to communities in a sustainable manner, 

• To promote social and economic development; 

• To promote a safe and healthy Environment; 

• To encourage the involvement of communities and community organizations 
in the matters of local government; and 

• To provide democratic and accountable government for local communities. 

The Breede Valley Municipality’s Strategic objectives have been linked to these 
National objectives for local government, and the Budget is linked thereto in Budget 
tables SA 4; SA 5, and SA 6. 

The medium term service delivery objectives are underpinned by the strategic 
objectives and are summarized in strategic themes as follows: 

• To create a unique and caring Valley of service excellence, opportunity and 
growth; 

• To provide, maintain and assure services and social upliftment for the Breede 
Valley Community; 

• To create an enabling environment for employment and poverty eradication 
through proactive economic development and tourism; 
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• To ensure a safe, healthy, clean and sustainable external environment for all 
Breede Valley's people; 

• To actively participate in determining the future of our country; 

• To ensure a healthy and productive workforce and an effective and efficient 
work environment; 

• Ensure a sustainable future through: sound financial management; 
continuous revenue growth; corporate governance and risk management 
practices; quality resources; and, value-adding partnerships. 

The Budget as a whole in all respects try to speak to all the above objectives through 
each vote, all the cost centres and various action plans, which will finally be reflected 
in the SDBIPS. 

c) Summary of infrastructure development objectives: 

• A plan was put in place to unlock various developments. This plan involved 
the approved R201 million external loan for the upgrading of the Worcester 
Waste Water Sewerage works which is likely to be completed around 
September/October of 2012. 

• Tender has been awarded and awaiting the finalization of an objection for the 
upgrading of the Stettynskloof water supply pipeline. This project is planned 
to be done in different phases with a total of R77 million. Committed in 
providing quality clean water we further provided for the rehabilitation of the 
Bok river pipe line an amount of R 4 million for the 2013/14 financial year. 

• At the corner of Robertson and Durban Street the development of flats by the 
University of Stellenbosch for their Medical student affirms our commitment 
of creating an enabling environment for economic development. 

• These two projects will contribute towards ensuring healthy, clean and 
sustainable environment for all Breede Valley's people. 

These upgrading will further unlock development that and will broaden the tax base 
that will assist with the creation of job opportunities. 

Included in the Capital and Operating Budgets; provision has also been made for the 
following capital and operating projects: 

• R48 136 259.00 included in the capital budget for upgrading of Stettynskloof 
Water pipeline. 

• R4 567 999.00 for water reticulation, sewer reticulation, storm water, and 
roads for De Nova town development. 

• R7 339 057.00 for storm water, electricity high mass lighting and bus route at 
De Dooms South of N1 development. 

• R35 886 000.000 included in the operating budget for Housing development 
for 2012/13, funded from the Provincial Housing allocations; (R30 262 000.00 
and R31 776 000.00). 

d) Summary of material amendments made to the annual budget after the 

consultation process: 

The WFW tabled grant funding amounted to R836, 980 and in this final draft it 
amounts to R5, 871 ,419. This reflects an increase of R5, 034,439. SETA Leaner ship 
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has been increased by R100, 000 to ensure that proper training is provided to staff. 
This is in line with our sixth strategic objective. 

Operating Budget 

• Projected income from traffic fines has been reduced by almost R2 million. 

• Council special events have been increased by R740, 000.00. 

• Salaries with specific to Medical aid and other allowances have been 
decreased by R4, 6 million. 

• Recharges have been decreased by R6, 2 million. 

These are but the major changes with other changes having been made to ensure 
correct accounting treatment, allocations and provision of services. 

e) Other information considered relevant by the Mayor: 

In tabling this budget Section 153 of the Constitution is taken into account, priority 
has been given to the basic needs- and promotion of social and economic 
development of the Breede Valley community: that our vision of a unique and caring 
Valley of service excellence, opportunity and growth informed the drafting of this 
budget. Attention must be drawn on the status of the objection received in the 
awarding of the Stettynskloof water pipe tender. It is unclear at this stage how long 
this process will take and the company objected has indicated that they are taking 
the matter to court. 

This will have serious implications in terms of our SDBIP and service delivery with 
regard to water. We would have to adjust our plan as when the issue has been 
resolved and still ensure that service delivery is taking place. We have all been 
talking of unlocking development with the provision of the major infrastructure 
programs we have approved. The time has come now that the cake that has been 
baked be eaten, meaning realisation of the developments must start coming into 
fruitions in the new financial year. I am satisfied that, even with limited resources this 
budget is a balanced reflection of the expectations and needs within our communities 
and the realities that dictates sound financial management. 

1.2 Resolutions 

The recommendations at the end of this report will contain the prescribed 
recommended resolutions as required by the budget regulations. 

1.3 Executive summary 

a) Summary of the total Service delivery package and associated financial 
implications as reflected in the annual budget 

The financial implications are however contained in the Budgeted financial 
performance documents as attached. The attached budget documents give a 
summary of what will be spend by each directorate with sub-votes indicating the 
financial implications on each service delivery area. 

b) Financial and service delivery implications of the annual budget 
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It is evident that all the capital needs as identified by the community and departments 
will not be met due to limited financial resources. Efficient and optimal utilization of 
the available resources to the municipality can ensure that the current level of 
services rendered by the municipality is sustained and can even be increased in 
quality and quantity. 

The challenge for the municipality will always be to do more within its existing limited 
resources. The other key challenge is to ensure that the Municipality explore and 
apply for other funding mechanism and not rely on the normal grants receivable. This 
speaks to unfunded mandate cost centres which are taking up funds that could have 
been used for service delivery. The municipality is busy with a complete analysis of 
non-core services and council will resolve on these once the full analysis and report 
has been submitted. The financial implication per household of this draft budget, in 
terms of tariff increases is on average around 13% overall. 

There are no major and or significant changes on the policies as was tabled in March 
2012. The Municipality has seen a growth of informal settlement, with a number of 
people migrating from other provinces to the Breede Valley Municipal area. It is 
difficult to quantify due to the fact that recent census information is not available yet, 
at this stage but looking at the increased extensions, the population has grown by 
circa 4%. 

Although the Municipality has made significant progress with regard to provision of 
basic services, including the informal settlements, the challenge still remains to 
properly control illegal informal settlements through proper land invasion strategies. 
With a properly resourced and fully fledged by-laws enforcement unit it is envisaged 
that the above can be properly managed better from the new financial year. Detailed 
implication of this budget per suburb is contained as annexure E. 

As highlighted on summary of infrastructure development objectives above; the 
two major infrastructure projects should unlock development that can generate 
additional revenue by broadening the tax base and creating job opportunities. Should 
these infrastructure projects not unlock any development and with the rate of growth 
of informal settlement as well as development of low cost housing project by the 
Municipality, the revenue base will stagnate with negative consequences on current 
consumers that will be responsible to foot the bill. The opposite could also happen 
when additional revenue is realized. 

1 .4 Annual Budget tables 

The following budget tables have been completed: 

a) Table A1 - Budget Summary; 

b) Table A2 and A2A - Budgeted Financial Performance (Revenue and 
Expenditure by standard classification); 

c) Table A3 and A3A - Budgeted Financial Performance (Revenue and 
Expenditure by Municipal Vote) - 

d) Table A4 - Budgeted Financial Performance (Revenue by Source and 
Expenditure by type) 

e) Table A5 and A5A - Budgeted Capital Expenditure by Vote, standard 
classification and funding 

f) Table A6 - Budgeted Financial Position 

g) Table A7 - Budgeted Cash Flows 

h) Table A8 - Cash Backed reserves / accumulated surplus reconciliation 
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i) Table A9 - Asset Management 

j) Table A 10 - Basic service delivery measurement 
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PART 2 - SUPPORTING DOCUMENTS 


2.1 Overview of annual budget process 

This budget was prepared in accordance with macro - economic and National 
Treasury guidelines, MFMA Circular 58 and 59. The Budget timetable was approved 
by council on the 25*^ of August 2011. The 2012/2013 MTREF is a huge challenge 
for the municipality in the context of its limited financial resources and the serious 
impact it will have on the consumer account. Financial resources from own funding is 
limited as reserves are almost depleted and the municipality has to rely on external 
sources such as grants and external loans to fund the capital budget, while only small 
portion of the capital budget can be funded from internal reserves or direct 
contributions from the operating budget. 

The departments registered capital needs for 2012/2013 in excess of 
R858 520 198.00 to be funded while only R90 346 655.00 (10.52%) could be funded 
in the 2012/2013 budget, bearing in mind that 10.14% is funding anticipated to be 
received on sale of municipal property and land which is not required for operational 
needs. This is an indication of the challenges the municipality faces in terms of 
providing for the needs of the community. 

2.2 Overview of alignment of annual budget with Integrated Development Plan 

The annual budget has been aligned with the IDP and National objectives as follows: 


Linkaae of National Strateaic Obiectives to BVM Strateaic obiectives and IDP 

National KPA'S 
(Section 152 of 
Constitution) 

BVM Strategic 
Themes 

Shortened 

description 

BVM Strategic 
Objectives 

Goals 


To create a unique 
and caring Valley of 
service 
excellence, 
opportunity and 
growth (Vision) 

Sustainable basic 
services 

Sustainable basic 
services to community 

Ensure the provision of 
services to communities in 
a sustainable manner 

To provide, maintain 
and assure services 
and social upliftment 
for the Breede Valley 
Community 

Sustainable basic 
services 

Sustainable basic 
services to community 

Promote social and 
economic development. 

To create an 
enabling 
environment for 
employment and 
poverty eradication 
through proactive 
economic 
development and 
tourism 

LED, Tourism and 
Poverty alleviation 

Poverty eradication 
through LED and 

Tourism 



Linkaae of National Strateaic Objectives to BVM Strateaic objectives and IDP 

National KPA'S 
(Section 152 of 
Constitution) 

BVM Strategic 
Themes 

Shortened 

description 

BVM Strategic 
Objectives 

Goals 

Promote safe and healthy 
Environment 

To ensure a safe, 
healthy, clean and 
sustainable external 
environment for all 
Breede Valley's 
people 

Safe and Healthy 
environment 

Safe , healthy and clean 
environment 

Encourage the 
involvement of 
communities and 
community organizations 
in the matters of local 
government 

To actively 
participate in 
determining the 
future of our country 

Good Governance and 
Public Participation 

Good Governance and 
Public Participation 


To ensure a healthy 
and productive 
workforce and an 
effective and efficient 
work environment 

Sustainable basic 
services 

Sustainable basic 
services to community 

Provide democratic and 
accountable government 
for local communities 

Assure a sustainable 
future through: sound 
financial 
management; 
continuous revenue 
growth; corporate 

governance and risk 
management 
practices; quality 

resources; and, 

value-adding 
partnerships 

Financial Viability and 
Management 

Sound financial 

management and 

viability 



Detail of this information is contained in supporting tables/schedules SA4, SA5 and 
SA6. 


2.3 Measurable performance objectives and indicators 

The measurable performance objectives and indicators are not contained in 
supporting table/schedule SA7 and therefore have not been submitted with this 
budget. 

Overview of budget - related policies 

The budget related policies have been reviewed and are attached as Annexure D 
including those policies where there have been no changes. All changes have been 
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taken into account with the compilation of the budget. The policies will be available at 
the Libraries, Satellite offices, Office of the Municipal Manager and CFO where the 
public can locate them. 

2.4 Overview of budget assumptions 

The following are assumptions for preparation of the budget for 2012/2013 financial 
year; 

• That as far as possible, the budget increase be limited to the inflation target of 
not more than 6%; 

• That the following guidelines be used for tariff increases, based on the 
principle of more service more increase: 


Type of Tariff 

Average increase 

Rates 

17% 

Electricity 

11% 

Sewerage 

18,39% 

Refuse 

6.51% 

Water 

15% 

Sundry 

6.51% 

Total Average 

13% 


Further guided by the Budget Steering Committee as well as input received from 
Mayco; 

• That maintenance and repairs be increased from the amount tabled in the 
draft budget 

• New Personnel budget be limited only to the agreed positions. 

• Professional services be reduced 

2.5 Overview of budget funding 

The budget must be funded from actual revenue to be collected during the financial 
year. Tariffs could not be increased to balance the budget as this may lead to 
projected revenue not being realized. 

The Operating and Capital budgets are funded from revenue as indicated in the 
tables for Revenue by source and capital funding, included in the budget 
documentation. It be noted that contributions to CRR was increased to fund capital 
projects and part of this is based on the realization of revenue from sale of Municipal 
property and Land that is not needed for operational requirements. 

The available cash and investments and the allocations thereof as at 29 April 2012 is 
follows: 




Allocation of Investments, cash and cash equivalents 


Cash and cash equivalents are allocated as 




31/03/2012 

30/04/2012 


Cash back 

Summary 

Cash back 

Summary 

Cash back 


127 280 597 


128 744 246 


124 224 24 

Unutilized grants 

14 659 959 

49 915 064 

49 915 064 

45 075 038 

45 075 03 

Consumer and Sundry 
deposits 

3 093 423 

3 239 897 

3 239 897 

3 275 888 

3 275 88 

External loans unspent 

37 796 380 

25192 616 

25 192 616 

21 983 824 

21 983 82 

EFF Accumulated Depreciation 

1 200 441 

12 132 557 

12 132 557 

2 208 591 

2 208 59 

Self-Insurance Reserve 

5 432 278 

5 016 143 

5 016 143 

4 989 866 

4 989 86 

Capital Replacement reserve 

2 131 756 

3 858 431 

3 858 431 

3 679 105 

3 679 10 

Brandwacht Trust 

760 616 

760 616 

760 616 

760 616 

760 61 

Retained surplus 

716 550 

652 242 

652 242 

599 756 

599 75 

Set aside for retention 

11 878 304 

11 614 931 

11 614 931 

11 744 970 

11 744 97 

Creditor payments 

48 541 747 

52 573 202 

14 065 738 

34 705 004 

27 610 57 

Provision for leave Payment 

2 367 815 

2 296 011 

2 296 oil 

2 296 011 

2 296 01 


128 579 269 

167 251 710 

128 744 246 

131 318 670 

124 224 24 

Cash Surplus (Deficit) 

(1 298 672) 

( 38 507 464.36 

(7 094 42i 


Particulars of Investments as prescribed i n terms of section 17(1)(fi of the MFMA 



31/06/2011 

31/03/2012 

ABSA 

5 000 000 

0 

Nedbank 

25 000 000 

22 500 000 

First National Bank 

10 000 000 

5 000 000 

Standard Bank 

30 000 000 

22 500 000 

Investec 

20 000 000 

10 000 000 

Total short term 

90 000 000 

60 000 000 

Bank and Cash 

37 257 262 

68 720 791 

Cash on hand 

23 335 

23 455 


127 280 597 

128 744 246 


30/04/2012 


42 500 000 
5 000 000 
32 500 000 
5 000 000 


85 000 000 


39 200 906 
23 335 


124 224 241 


The financial assistance for the MTREF from National Government, Provincial 
Government and the District Municipality can be summarized as follows and is also 
reflected in supporting table SA 18 and SA 19 that is part of the budget documents. 


Na^Q||j£|||UQj 2012/2013 2013/2014 2014/2015 


Ooeratlns 




Municipal Systems Improvement 

800,000 

900,000 

950,000 

Equitable share 

62,986,000 

67,524,000 

72,632,000 

Finance Management 

1,250,000 

1,250,000 

1,450,000 

Caoital 

65,036,000 

69,674,000 

75,032,000 
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Municipal Infrastmcture (MIG) 

INEP 

Regional Bulk Serv 

30,911,000 

1,800,000 

18,000,000 

32.607.000 

0 

18.700.000 

34,492,000 

30,000,000 

50,711,000 

51,307,000 

64,492,000 

Total National 

115.747.000 

120.981.000 

139.524.000 

Provincial Treasury 

2012/2013 

2013/2014 

2014/2015 

Operating 




CDW grant Operational Support 

189,000 

196,000 

196,000 

Proclaimed Roads 

115,000 



EPWP Grant from Provincial 

1,000,000 



Work for water 

5,871,419 



LGWSETA 

500,000 

500,000 

500,000 

Learnership SETA 

600,000 

500,000 

500,000 

Add Staff at Publiv Liabraries 

966,740 



Housing 

35,886,000 

30,262,000 

31,776,000 

Traffic Administration Shadow centre 

300,000 

300,000 

300,000 


45,428,159 

31,758,000 

33,272,000 

Capital 




Dep of Sport and Recr Facilty 

194,000 

0 

0 

Add Staff at Publiv Liabraries 

62,860 

0 

0 


256,860 

0 

0 

Total Provincial | 

45.685.019 

31.758.000 

33.272.000 


161.432.019 152.739.000 172.796.000 


Capital Budget 

Initial capital requests by departments 

The capital requests by the different departments for the MTREF amounted to more 
than R1, 9 billion which is obviously impossible to accommodate due to limited 
funding. This will result that most of the requests from the community as contained in 
the IDP will not be addressed and services will not be provide at the level required. 

Funded capital budget 

The funded capital budget contains only those projects, as identified in the Budget 
Steering Committee meeting, for which funding are identified, therefore the capital 
requirements were limited to available funding. This meant that only those vital 
capital projects, which Council is already committed to, were first provided for in the 
2012/2013 capital budget. 


Total Capital Budget 



The total recommended capital budget for the 2012/2013 and indicative projected 
two outer years are as follows: 



2012/2013 

2013/2014 

2014/2015 


R’OOO 

R’OOO 

R’OOO 

Total capital Budget 

90,346 

55,422 

68,898 


The detail of projects included in the capital budget is Included in the detailed Capital 
Budget, Attached hereto, as Annexure “B”, is the proposed detail capital budget for 
the period 1 July 2012 to 30 June 2015. 

Operating Budget 

Initial budget requests by departments: 

The initial requests from the different departments to render the ideal level of 
service exceeded the affordability levels and macro - economic policy by far and 
could not be included in the budget. Therefore the expenses had to be reduced to 
be in line with macro - economic policy and affordable levels. Although every 
department must, and will utilize the available financial, human and other resources 
optimally, the limitations with regard to financial resources will impact on service 
delivery that will not be rendered at the ideal levels as expected by the community. 

Recommended Operating Budget 

Considering the Macro economic forecasts and affordability levels as far as tariffs are 
concerned, as well as to remain broadly in line with macro - economic policy, the 
operating expenses are kept as low as possible. 

The recommended total direct operating expenditure amounts to R686, 469, 344 
(R634, 245, 391 in 2011/2012 adjusted budget) that is 8.23% more than 2011/2012. 

The recommended total Direct Operating Revenue (exciuding capitai transfers 
and contributions) amounts to R647, 224, 463 (R578, 449, 696 in 2011/2012 
adjusted budget) that is 11.89% more than 2011/2012. (R 698, 192, 323 Including 
capital transfers and contributions). 

Although the increase in expenditure exceeds the growth limit guideline of 6%, the 
additional expenditure is because of the higher budgeted increase in bulk electricity 
purchases of 13.5%, increase in financing charges. 

There is however certain provisions and other below the line expenditure included in 
the estimates to enable Council to have a cash funded budget and to comply with 
GRAP principles and standards. 

Completed tables are attached hereto as Annexure A 

Expenditure 

The expenditure by nature as included in Annexure A, as part of the Schedule A 
tables and is explained below in more detail. 
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Employment related costs 


The total employment related costs, excluding councilor allowances, amounts to 
R203, 688 million (2011/12 it was R187, 420 million, with the adjustment budget). 
This is an increase of 8, 68 percent on the 2011/2012 budget. Employment related 
costs (Including councillor allowances) comprises 31, 53% of total Direct expenditure 
budgeted (31, 48% in 2011/12 adjusted budget). 

The annual increase on salaries on average CPIX for the period 1 February 201 1 
until 31January 2012 is 6.00%. Provision has been made in the budget for this 
increase. 

The overtime budgets have been reduced and Directors and departments have 
been requested to impiement strict controi over these expenses to ensure that 
these iine items do not overspend. Poiicy impiementation in this regard should 
assist in the reduction of overtime expenses 

Bad debts 

The amount budgeted for bad debts is R4, 190,000 (R6, 000,000 for the 2011/2012 
financial year as only irrecoverable debt is written-off 

Collection costs 


Collection costs increases by 5, 84% to R 327,830 (In 2011/12 it was R309, 750 with 
the adjustments budget) 

Depreciation 

Depreciation decrease with 5.54% to R 63,036 million and comprises of 9.18% of 
total Direct Operating Expenditure. (In 2011/12 it was R 66,733 million or 10.52% of 
total expenditure). 

Maintenance and repairs - Municipal Assets 

The amount of R40, 915,171 included in the budget has increased from R 
36,692,733 from the adjusted budget for 2011/2012. Maintenance and repairs 
comprises of 5, 96% of total Operating Expenditure. In 2011/12 it was 5, 78%. 

Bulk Purchase of electricity and water 

Bulk electricity and water purchases increases from R171, 801,830 in 2011/2012 to 
R199, 952,000 or 16, 38%. Bulk purchases comprises of 29, 13% of Total Direct 
Operating expenditure. (In 2011/12 it was 27, 09%). This increase is attributable to 
the increase in bulk purchase from Eskom. 

Interest: External loans 
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Interest on external loans (Financing costs) increases from R32,004,647 to 
R32,665,006 or with 2,06% due to assets funded from external loans in 2011/2012 
as part of the approved R201,000,000 loan. Interest is 4, 76% of total Direct 
Operating Expenditure (compared to 5, 05% in 2011/2012) 

The external loans outstanding is currently R305, 838, 840 (30.6.2011) 56, 9% of 
total own revenue. 

This indicates that for the next three or more financiai years no new long term 
debt can be incurred! 

Contracted services 


Contracted services, that comprises of security expenses has been increased to 
R5,156,760 from R3,879,300 or 32,79% of the 2011/12 budget. The Directorate 
Corporate Services must implement new security measures that is more cost 
effective and which is limited to the budget available. Security cameras have been 
installed at certain sites which could enhance security and may result in a more cost 
effective security system. 

Grants and subsidies paid 

Grants and subsidies paid has increased from R150 000 to R200 000. This must be 
monitored as National Treasury discouraged grants to individuals and it must be 
applied in accordance with an approved policy. 

General expenses other 

General expenses includes among others of Advertising costs. Audit fees. Bank 
Charges, Commission vendors. Chemicals, Congresses and meetings. Printing and 
stationery. Insurance, Fuel and oil, legal expenses. Skills levies. Materials and stores. 
Membership SALGA, Professional services. Publicity and newsletters. Rentals of 
equipment and other rentals. Telephone costs, Training expenses. Departmental 
levies, vehicle costs. Top structures for low cost housing etc. General expenses 
other, increases with R7, 356, 159 or 7, 24% from R 101,548,858 to R 108,905,017. 
A total of R1, 2 million of this increase is mainly as a result of the increases in 
contractual obligations as well as various other increases in line items. This category 
of expenses comprises of 15, 86% of Total Direct Operating expenditure (16, 01% in 
2011 / 2012 ). 

Although the trend has been a decrease in the last three years, this is still huge and 
proper measure must be put in place to decrease these expenses. 

Contributions from ftol provisions 

These Transfers to/from provisions are necessary to comply with requirements of 
General Recognized Accounting Practice. This category decreases from 
R1 5,339, 120 to R1 4,673,940 or 4, 34% and comprises of transfer to leave payment 
provision in terms of IAS 19 (R3,809,130), contributions to Bad debts Provision 
(R6,250,000), Provision for post-retirement medical aid benefits (R3,000,000), 
Provision for rehabilitation of landfill sites (R 1,614,810). 
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Revenue (Tariffe) 


The increase in tariffs is due to the increase of cost in the above expenditure as well 
as new capital items/ projects. The total Operating revenue will be increasing with 
R72, 995, 374 or 11, 68%, from R625, 196, 949 in 2011/2012 to R 698,192,323 in 
2012/2013. The service charges and general tariffs are attached as per 

Annexure C. 

Assessment rates 


The revenue derived from assessment rates, being the balancing revenue of the 
estimates, decrease with R6, 635, 264 or 6, 94% to R88, 960, 250. The changes with 
regard to proposed rebates are contained in the tariff book in Annexure C. 

Water 

Water has become our Councils’ third largest source of revenue with estimated 
revenue of R51, 377 million or 6, 95% of total revenue by source (R46, 815 million or 
6, 90% of total revenue in 2011/2012). 

The proposed tariff increase is 15, 00% for all. All households will continue to receive 
6 kiloliter water, per month free of charge with the qualifying indigent households 
receiving an additional 4 kiloliter free of charge on a monthly basis. 

Electricity 

Electricity still remains our municipality’s largest source of revenue by source at 
R290, 976 million or 39.37% of total revenue (R261, 260 million or 38.52% of total 
revenue in 2011/2012). The proposed increase in consumption tariffs is average 
11%, with the qualifying indigent households receiving 100 kWh free of charge on a 
monthly basis. The high increase is due to the plus minus 13.5% tariff increases on 
bulk purchases announced by Eskom. 

Sewerage 

The proposed tariff increase is 18.39% and will keep the service to be self- 
sustainable. The increase, that is higher than CPIX, is due to the increased 
operating costs and interest and redemption on the new external loan for the 
upgrading of the Waste water works. The total budgeted revenue amounts to R57, 
689 million or 7.81% of total revenue by source (R49, 630 million or 7.31%of total 
revenue in 2011/2012). 

Refuse removal 


The proposed tariff increase is 6.51% and will keep the service to be self-sustainable. 
The budgeted revenue amounts to R31, 782 million or 4.30% of total revenue by 
source (R29, 522 or 4.35 % of total revenue in 2011/2012). 
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Operating Grants and Subsidies 


The amount allocated for operational grants and subsidies, including the equitable 
share and Housing, this year amounts to R110, 464 million or 14.80% of total 
revenue (R100, 461 million in 2011/2012 or 14.97% of total revenue). 

Policies 




C 


The following amended policies are attached as Annexure E for approval and the list 
of all other policies is appearing in the Municipal website and also available at all 
contact centres of the Municipality; 

• Property Rates Policy; 

• Credit Control and Debt Collection Policy; 

• Budget, Funds and Reserves Policy; and 

• Supply Chain Management Policy 

• Tariff Policy 

2.6 Expenditure on allocations and grant programs 
This is contained in supporting table SA19 and SA 20. 

2.7 Allocations and grants made by the municipality 
This is contained in supporting table SA21. 

2.8 Councilor allowances and employee benefits 
This is contained in supporting table SA22 and SA 23. 

2.9 Monthly targets for revenue, expenditure and cash flow 
This is contained in supporting table SA25 to table SA 30. 

2.11 Annual budget and service delivery and budget implementation plans- 
internal departments 

This is dealt with after the budget is finally approved to be submitted to the Mayor 
within 14 days after the approval of the budget and approved by the Mayor within 28 
days after the approval of the budget. 

2.12 Annual budgets and service delivery agreements - municipal entities and 
other external mechanisms 

The municipality did not budget or entered into any agreement for an external 
mechanism to provide services on behalf of the municipality. The municipality does 
not have any entities. 
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2.13 Contracts having future budget implications 

Breede Valley Municipalities has approved total revenue which is greater than R500 
m. in terms of the regulations Breede Valley Municipality must disclose all contracts 
with an annual cost greater than R5m in this budget. 

• No contracts having future budgetary implications exceeding R 5 million exist. 

2.14 Capital expenditure details 

The detailed capital budget per line item/ project is included in the budget documents 
as Annexure B, Supporting tables SA34a: SA34b, SA34c: SA35; SA36, and SA37 
also contain information in respect of capital expenditure. 

2.15 Legislations compliance status 

All relevant legislation and regulations have been implemented except SA7. There 
are certain issues that still need attention as outlined in the Audit Report for 
2010/201 1 . These issues must be addressed by the Chief Financial Officer. 

2.16 Other supporting documents 

The influence of the proposed tariffs on domestic consumers is contained in 
Annexure C and D as well as influence of tariffs per suburb. 

The Assessment, comments by Provincial Treasury as well as responses is 
contained in Annexure H. 

2.17 Municipal Manager’s quality certification 
The quality certificate is attached as Annexure F 



RECOMMENDATION: 

That in respect of 

DRAFT BUDGET 2012/2013 AND INDICATIVE FOR THE PROJECTED TWO 
OUTER YEARS 2013/2014 AND 2014/2015 

discussed by Council at the Council meeting held on 31 May 2012: 

1 . Council resolves that the annual budget of the municipality for the financial 
year 2012/13 be approved, and specifically appropriating the amounts for 
each expenditure vote and Revenue by Source, for the 2012/2013 financial 
year as well as the two outer years 2013/2014 and 2014/2015, as contained 
in the attached budget tables. Schedule A1 to A10 and supporting tables 
SA1 to SA37, as attached as Annexure A and the detailed Capital budget as 
reflected in Annexure B; 

/. Direct operating expenditure for 2012/2013 (as per OSB) amounts to 
R686,469,344: 

//. Direct Operating Revenue for 2012/2013 (as per OSB) amounts to 
R698, 192323; 

Hi. Capitai Budget for 2012/2013 amounts R90, 346, 655. 


2. Council resolves that property rates tariffs, as reflected in Annexure C, to 
be implemented on 1 July 2012, is approved for the budget year 2012/13; 

3. Council resolves that tariffs and charges reflected in Annexure C are 
approved for the budget year 2012/13; 

4. Council takes note of the influence of the proposed tariff increases on 
domestic consumers as well as per suburb attached as Annexure D 

5. Council resolves that the budget related policies as amended and attached 
as Annexure E be approved herewith; 

6. Council takes note of the quality certificate by the Municipal Manager 
attached as Annexure F; 

7. cognisance be taken of MFMA circular 58 and 59 (Municipal Budget 
Circular for the 2012/2013 MTREF) issued by National Treasury and the very 
important content thereof, attached as Annexure G; and 

8. Council adopt circular 58 and 59 as well as any circular in relation to 
budget as contained above in the applicable legislation sub heading. 

9. Council takes note and approves the linkage of the goals, budget with the 
IDP and National objectives as per paragraph 2.2 in this report 

10. Council takes note and approve the assessment, comments as well as 
responses provided by the Chief Financial Officer to Provincial Treasury 
and Provincial Department of Local Government as contained in Annexure 
H of this report. 
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OFFICIALS SIGNATURE: 



Extract Council 31 Mav 2012: 


RESOLVED: C25/2012 

That in respect of 

DRAFT BUDGET FOR THE MTREF PERIOD 2012/2013 AND INDICATIVE FOR 

THE PROJECTED TWO OUTER YEARS 2013/2014 AND 2014/2015 

discussed by Council at the Council meeting held on 31 May 2012: 

1. Council resolves that the annual budget of the municipality for the 
financial year 2012/13 be approved, and specifically appropriating the 
amounts for each expenditure vote and Revenue by Source, for the 
2012/2013 financial year as well as the two outer years 2013/2014 and 
2014/2015, as contained in the attached budget tables. Schedule A1 to A10 
and supporting tables SA1 to SA37, as attached as Annexure A and the 
detailed Capital budget as reflected in Annexure B; 


i. Direct operating expenditure for 2012/2013 (as per OSB) amounts to 
R686, 469,344; 

ii. Direct Operating Revenue for 2012/2013 (as per OSB) amounts to 
R698,1 92323; 

iii. Capital Budget for 2012/2013 amounts R90, 346, 655. 


2. Council resolves that property rates tariff, as reflected in Annexure C, to 
be implemented on 1 July 2012, is approved for the budget year 2012/13; 


3. Council resolves that tariffs and charges reflected in Annexure C are 
approved for the budget year 2012/13; 


4. Council takes note of the influence of the proposed tariff increases on 
domestic consumers as well as per suburb attached as Annexure D; 


5. Council resolves that the budget related policies as amended and 
attached as Annexure E be approved herewith; 


6. Council takes note of the quality certificate by the Municipal Manager 
attached as Annexure F; 



7. cognisance be taken of MFMA circular 58 and 59 (Municipal Budget 
Circular for the 2012/2013 MTREF) issued by National Treasury and the 
very important content thereof, attached as Annexure G; 


8. Council adopt circular 58 and 59 as well as any circular in relation to 
budget as contained above in the applicable legislation sub heading; 


9. Council takes note and approves the linkage of the goals, budget with the 
IDP and National objectives as per paragraph 2.2 in this report; and 


10. Council takes note and approves the assessment, comments as well as 
responses provided by the Chief Financial Officer to Provincial Treasury 
and Provincial Department of Local Government as contained in Annexure 
H of this report. 



